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About the 
Regulatory Assistance Project

• RAP is a non-profit organization providing technical and 
educational assistance to government officials on energy 
and environmental issues. RAP Principals all have 
extensive utility regulatory experience.
– Richard Sedano was commissioner of the Vermont Department of 

Public Service from 1991-2001 and is an engineer.

• Funded by foundations and the US Department Of Energy. 
We have worked in nearly every state and many nations.

• Also provides educational assistance to stakeholders, 
utilities, advocates.
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Regulators’ Dilemma

• Regulators are concerned about current rates 
and prospects of rates getting higher

– They are also worried about long term costs, and 
some are more able to accept near term 
investments to garner long term savings

• Regulators want progress

• Plus some regulators lack confidence that 
utility managers have imagination to deliver 
on smart grid value



Beyond the Sure Things

•Fear of Rate Hike
•Fear of Consumer 
Backlash
•Doubt that 
potential will realize
•Rate design????

•Optimism about 
new capabilities
•Optimism about 
resulting innovation
•Empowered 
customers good



It is all about customers

• What is in it for them for sure?

• Include customer costs not just utility costs in 
analysis 

– a total resource cost perspective is right here

• Will usage reduce, optimize?

– Not much evidence, beyond CNT Chicago, so this 
is delicate

• At risk customers are generally overlooked –
there should be a plan



Clarify sure things and 
speculative things

• What is dependent on what the utility can 
control?

• What is dependent on customer behavior

• What is dependent on rate design

• How do benefits change under different 
avoided costs or other principal scenarios?

• How might customer usage change and under 
what conditions?



No bait and switch

• Lay out the full story, not just early chapters

– Especially when full costs are inevitable and come 
later – no surprises

• Risks should be clearly laid out – ask 
permission to take a risk, don’t count on an 
apology

– PUCs know enough to catch this

• Don’t lose ground on goodwill

– Absence of goodwill at the start a bad sign



I’m with stupid >>>

• Hype does not help

• Vendor hype is self-serving

– Regulators recognize and disdain it

• Utility hype is either self serving or ill-
informed

– Regulators recognize and disdain it

• Instead, become the teacher, become trusted 
source on technology, behavior, standards, …



Early Collaboration Key

• Utility cannot possibly get this right in 
isolation

• Engagement with stakeholders is key

– Redefine stakeholders for this purpose

– For example, on the disconnect issue, are social 
service agencies a stakeholder? Perhaps they have 
a new answer to the premise visit issue.

• March through the issues, minimize surprises

• Helps if collaborative is blessed by regulator



Work with existing regulation

• Is smart grid so big of a deal that it cannot be 
dealt with like all other costs?

– Perhaps a more evolutionary approach would 
have been better than the revolution declared by 
boosters a few years ago. That ship has sailed. But 
regulators will soberly assess that question.

• Rate design – why will time differentiated 
rates fair better with customers now?

• Promote existing goals for EE, RE, DR, DG, …



Execution

• Don’t screw up!

– Don’t make regulators and advocates unhappy 
they gave utility rope to work with

– Don’t live up to critics worst fears

– Let collaborators in to improve decisions

• Manage expectations

– When costs hit bills, be sure some benefits are 
evident too



Selflessness

• Is hard
– Especially when shareholders are breathing on 

you

• Smart grid (utility service) is about customer

• Yes, utility will earn a return on the 
investment
– But this is not why to do it (despite Wall St talk)

– If utility management believes this, then an 
attitude of earnestness to do the right thing will 
infuse the effort. 

– Otherwise …



Closing Thoughts

• Smart Policies more important than 
Smart Grid

• Smart grid is enabling technology –
enabling implementation of Smart 
Policies

• Short run may or may not be served by 
uncalculated risks

• Long run served by Smart Policy thinking



Thanks for your attention

– rsedano@raponline.org

– http://www.raponline.org

– RAP Mission: RAP is committed to fostering 
regulatory policies for the electric industry that 
encourage economic efficiency, protect 
environmental quality, assure system reliability, 
and allocate system benefits fairly to all 
customers.

mailto:rsedano@raponline.org
http://www.raponline.org/


SMART REGULATORY 

APPROACH FOR SMART GRID 

INVESTMENTS
Barbara R. Alexander
Consumer Affairs Consultant
83 Wedgewood Dr.
Winthrop, ME 04364
(207) 395-4143
E-mail:  barbalex@ctel.net

Note:  This presentation should not be interpreted as the views of 
any client

mailto:barbalex@ctel.net
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SMART GRID:  WHAT IS IT?

 New metering and communication 
system, .e.g, “smart” meters:  
demand response; pricing options

 T&D investments to “modernize” 
communications, sensors, grid 
design and operation: manage 
outages; energy storage; 
intermittent resources

 Customer side of the meter:  In 
Home Devices

November 9,2010 E Source Web Conference 16
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SMART GRID:  U.S. 

JURISDICTION

 Federal policies are not mandatory; states have 
discretion about adopting any PURPA policies, 
including Smart Grid policies in the Energy Policy 
Acts of 2005 and 2007

 FERC regulates wholesale markets and supervises 
RTOs; required to establish “just and reasonable” 
rates

 States regulate utility distribution rates (and 
generation supply portfolios and rate design in 
states with and without restructuring); approve cost 
recovery; establish retail tariffs and prices for retail 
electricity service

 Smart Grid is primarily a matter for state regulation

November 9,2010
E Source Web Conference 17



CONSUMERS AGREE THE GRID 

MUST BE MODERNIZED

 Consumer advocates are not 
luddites

 There is a general consensus that 
the nation’s transmission and 
distribution grid must be 
modernized

 However, intense focus on expensive 
metering and changes in pricing structure 
has raised significant concerns
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SMART METERING

 Advanced or smart meters:  Only achieves 
part of this Smart Grid vision

 Most utilities focus primarily on Advanced 
Metering systems and rarely propose 
comprehensive Smart Grid plans to achieve 
T&D functionalities

 Smart Meter proposals often claim future 
Smart Grid benefits, BUT

 Smart Metering Systems are only the tip of 
the iceberg
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Consumers Have Serious Questions about 

Smart Meter Proposals 

 Costs:  
 Rate impacts (AMI costs alone in California over 

$5 B; $200-$400/meter is typical)

 Upgrades due to obsolescence

 Increased costs to retire existing working meters

 Consumer education; billing and software changes

 Costs for in-home devices; thermostats; displays   

 Benefits: 
 Operational cost savings:  meter reading; field 

operations; remote connect and disconnect

 Demand Response for peak load reduction:  
dynamic pricing; direct load control

 Energy conservation or consumption reduction

 Social/environmental benefits—greenhouse gas 
November 9,2010 E Source Web Conference 20
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CONSUMER CONCERNS ABOUT 

COSTS

 Utilities often seek separate surcharge or 
tracker to assure cost recovery outside of a 
base rate case:  consumers bear full 
responsibility for actual costs as they occur

 Will the surcharge exceed the benefits for low 
use customers?

 New technologies:  who bears risk of wrong 
choice?  [VCRs vs. DVDs vs. DVRs] PG&E in 
California and Texas utility sought significant 
increase in cost recovery to reflect mistaken 
technology choices
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CONSUMER CONCERNS ABOUT 

BENEFITS
 Benefits are estimated over a 15-20 year period; 

many variables highly speculative 

 To document cost effectiveness, utilities sometimes 
seek demand response and supply side benefits that 
sometimes are crucial to cost benefit analysis and 
that require estimates of future wholesale prices of 
capacity and energy

 Demand Response (DR) benefits are estimates: 
customer participation rates; persistence of results; 
impacts of wholesale market structure on value of 
DR and how to return this value to customers

 Greenhouse gas emission reductions not 
documented; depend in part on wholesale market 
structure

 Who bears the risk that these estimates are wrong?
November 9,2010 E Source Web Conference 22



MARYLAND COMMISSION ON 

COST AND BENEFIT ANALYSIS

 Maryland Commission Order on BG&E Smart Meter 
proposal rejected separate surcharge/tracker:
 We find that a regulatory asset, recovered through base rate 

cases, provides the Company with an opportunity for 
recovery of prudently incurred costs, while synchronizing the 
cost to customers most closely with the onset of benefits. 

 A key benefit of a regulatory asset is that it matches 
customer costs and benefits more closely than a tracker can. 
By providing the opportunity for ongoing rate case review of 
BGE’s costs and recovery, a regulatory asset also mitigates 
(and potentially allocates between BGE and its customers) 
the risks of this project .

Case No. 9208, Order 83410 (June 21, 2010) 
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NEVADA COMMISSION ON 

COST RECOVERY

 ―While the Commission accepts the ASD proposal with the 

conditions specified herein, at the time the Companies seek 

cost recovery for the project, the Companies must produce 

evidence of the progress in achieving the benefits that were 

used as the basis to support this application, including 

verifiable savings relating to meter reading, field services, 

revenue protection, distribution planning, billing, credit 

collections, and load research.  The Companies are 

responsible for the execution of this project to ensure that 

the potential benefits are realized and that these benefits 

flow to the Companies’ customers in a manner that is 

equitable and commensurate with the risks involved in this 

endeavor.‖ 
Public Utilities Commission of Nevada, Docket No. 10-03023, Order (July 30, 2010), Para. 305, page 84.

November 9,2010 E Source Web Conference 24
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UTILITIES DO NOT TAKE A 

LEAST COST APPROACH 

 Utilities seek to justify their smart metering approach 
without any analysis of alternative means to obtain 
Demand Response results from residential 
customers:  direct load control works and is less 
costly; do not need AMI for this technology

 Utilities typically do not include customer costs to 
actually bring the usage data into the home or 
connect to any appliance:  in-home devices and new 
appliances are not cheap!

 None of the recent pilots have documented any 
significant overall usage reduction
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DYNAMIC PRICING:  WHAT IS IT?

 Dynamic retail pricing varies the price of 
electricity as wholesale prices fluctuate over the 
course of the day; rely on “spot” or “day ahead” 
prices

 Theory:  customers can shift usage or reduce 
usage according to their “sensitivity to price”

 Are these pricing options for residential customers 
the most cost effective way to reduce system 
peak load and reduce generation supply prices?

 Is this designed to allow customers to reduce 
their electricity bill?  Or just shift usage to off-
peak hours to avoid higher critical peak prices?

November 9,2010 E Source Web Conference



27

CONSUMER CONCERNS ABOUT 

DYNAMIC PRICING

 AMI is being used as a justification for demanding that 
residential customers move to TOU or dynamic pricing 
as “default”

 Consumers want and need stable and fixed prices for 
service essential to their health and well being; TOU 
rates NOT popular for a reason

 Concern about bill impacts on some customer groups:  
low income; elderly; disabled.  Pilot results show 
much lower elasticity of demand for low income but 
rarely studied directly in most pilots

 Pilots document that peak load reduction occurs, but 
not overall usage reduction
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IMPLEMENTATION OF DYNAMIC 

PRICING

 Dynamic or  time-based pricing is voluntary 
in California but the PUC has publicly stated 
its goal to move to mandatory

 No U.S. state has adopted mandatory or 
default time-based pricing as yet.

 U.S. federal policymakers continue to 
explore time-based prices as means to 
achieve smart grid benefits; extensive 
testing of these concepts in DOE-funded 
smart grid grants being planned
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SMART METERS: KEY IMPACTS 

ON LOW INCOME CUSTOMERS

 Costs of new systems run into billions for large 
utilities and will increase prices for all customers

 Remote disconnection for nonpayment—no more 
premise visits to obtain payment, declare medical 
emergency, or detect unsafe and dangerous 
conditions for very young, old, or infirm

 Prepayment metering easily the next step—
automatic disconnect 

 Encourages more reliance on volatile spot market 
prices based on wholesale markets, threatening 
monthly bill affordability

 Can low income customers really shift usage 
sufficiently to save on overall bill?  What about 
elderly faced with paying in excess of $1.00/kWh for 
air conditioning or use of fans on hot summer days?
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RECENT DECISIONS ON 

REMOTE DISCONNECTION

 The Ohio Commission rejected Duke Energy’s 
proposal to waive the premise visit requirement for 
disconnection for nonpayment

 The NY Commission has rejected any change in 
current premise visit requirements for smart meters

 Maryland Commission has rejected any change in 
premise visit and attempt to contact requirements 
with smart meters.

 California has imposed some premise visit 
requirements for customers with medical conditions, 
but PG&E has implemented remote disconnection on 
a wide scale with new AMI meters
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SMART GRID AND THE CUSTOMER SIDE OF 

THE METER:  WHO IS IN CHARGE?

 Time of Use and Critical Peak Pricing do not 
“empower” customers; it presents a Hobson’s Choice 
to many low use, low income, and elderly customers 
who must use electricity during peak hours for health 
and safety reasons (Chicago heat wave; over 700 
deaths, mostly seniors living alone)

 Will customer bill impacts exceed the costs of AMI 
and Smart Grid investments?  Very small savings 
documented in most pilots where no costs of full 
deployment included in bill!

 Peak Time Rebates is preferred approach; PTR has 
been successfully demonstrated to result is peak load 
reduction without punitive “sticks” in the form of 
volatile or high peak load prices.
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SMART GRID: WHAT 

REGULATORS SHOULD DO

 KEY RECOMMENDATION:  Let’s be 
“smart” about “smart grid”

 Utilities should link proposed 
investments to specific functionalities

 What incremental investments are 
required?  Who pays?

 At what cost? Over what period of 
time?

 What enforceable promises are made 
to deliver the benefits to end use 
customers?

November 9,2010 E Source Web Conference 32



33

WE NEED SMART REGULATORY 

POLICIES FOR SMART GRID

 Endorsement of utilities “wants” based on magic 
words or inchoate promises would not be “smart”

 Presumption should be for rate recovery that links 
costs and benefits:  utilities must assume some of 
the risks that their estimates are wrong

 Base rate recovery preferred to separate trackers or 
surcharges

 Smart Grid and smart metering must not be used 
as a means to impose dramatic changes in retail 
rate design for residential customers
 Dynamic and time-based price programs must remain 

optional on an “opt in” basis

 Rewards in the form of credits for peak usage reduction 
should be the preferred approach
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KEY CONSUMER 

PROTECTIONS

 Evidentiary consideration of costs 
and benefits; utilities share risks

 Optional or voluntary dynamic pricing

 Evaluate least cost approach to DR

 Prohibit remote disconnection for 
nonpayment

 Consumer education plan: no hype; 
just the facts!
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John Howat

jhowat@nclc.org – 617-542-8010

Improving Relationships with Low 

Income Consumer Advocates in 

Promoting Deployment of AMI

John Howat

National Consumer Law Center

E-Source Webinar - November 9, 2010



John Howat

jhowat@nclc.org – 617-542-8010

How to improve your relationship with consumer 

advocates when proposing AMI deployment

• Understand advocates’ concerns and priorities

• Initiate meaningful dialog prior to submitting new 

filings to PUCs

• Be prepared to actively support and commit to 

enhanced consumer protections to mitigate 

prospective adverse consumer impacts

– Increased rates of service disconnection

– Higher rates and bills

– Penalties on customers unable to shift consumption to 

off-peak periods

• Acknowledge the potential for harm
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Remote Disconnection Capabilities of AMI

• Disconnection of traditional, analog utility meters

– Requires utility field personnel to physically shut off the 

meter at the customer’s home or place of business

– Limited by the number of field personnel and vehicles 

available to the utility company  

• Advanced Metering Infrastructure (AMI)

– Provides utility companies with the capability to 

disconnect service remotely

– No need to send field personnel to the residential 

customer’s home.



John Howat
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Prepaid Billing Capabilities of AMI

• Many AMI systems include capacity to provide 
utility service providers with the option to offer or 
require prepaid billing programs
– Customers pay in advance for service

– May be delivered with or without in-home readout 
device to monitor billing credits and usage

– When billing credits are used, service is disconnected 
remotely

– Similar in function to prepayment meters that are 
prevalent in Great Britain and parts of the US

– Marketed to payment troubled customers

– Often more expensive than traditional, credit-based 
service
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AMI and Remote Disconnection – PG&E

• Pacific Gas and Electric – April 2009 began 
executing remote disconnections of service for 
nonpayment

• Summer 2009 disconnection rate exceeded those 
of the previous 3 years 

• Disconnection rates:
– 2009:  .97%

– 2008:  .53%

– 2007:  .63%

– 2006:  .59%

• Fairfield fire – deaths of 4 children under the age 
of 4
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John Howat

jhowat@nclc.org – 617-542-8010

Low Income Advocate Priorities for AMI

• Enhancement and No Degradation of Regulatory 

Consumer Protections

– Premise Visit at time of Disconnection

– Disconnection Protections

– Deferred Payment Agreements

– Prohibition against Prepaid Electric Service

– Disconnect/Reconnect Fees and Timeframes

• Payment Assistance, Arrearage Management and 

Effective Energy Efficiency Programs for Low 

Income Consumers
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Protection Priorities

• Consumer Protection Requirements
– Premise Visit at time of Disconnection

• Utility field personnel should make an attempt to make personal contact 
with customer prior to disconnection of service

• Robo calls and door hangers are insufficient

• Field personnel should be trained to assess whether there is a health 
and safety threat from disconnection of service

– Disconnection Protections
• Temperature/Seasonal

• Vulnerable Populations

– Deferred Payment Agreements
• Reasonableness Standard

• Renegotiation

– Limitations on Disconnect/Reconnect fees
• Reduced operation costs should be accompanied by reduction or 

elimination of fees

– Instantaneous reconnection of service upon payment

– No Prepaid Service
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Programmatic Priorities

• Low Income Payment Assistance to Supplement 
LIHEAP
– Targeted discounts and bill reductions

– Inverted block rates

• Arrearage Management and Retirement
– Write-down of outstanding balances over time through 

timely payment of current bills

• Energy Efficiency
– Investments in cost effective measures and repairs to 

enhance Weatherization Assistance Program

– Enhanced energy/building code provisions, particularly 
in tenant-occupied housing


